DEPARTMENT OF MEDICAL ASSISTANCE SERVICES
600 East Broad Street, Suite 1300
Richmond, VA 23219

February 15, 2005
ADDENDUM No. 6 TO VENDORS:
Reference Request for Proposal: RFP 2005-01
Dated: November 5, 2004
Due: March 28, 2005

Attached is a memorandum communicating modifications and information related to RFP 2005-01. Please
note addendum No. 6 also includes revised editions of Attachments B, E , and J.

Note: A signed acknowledgment of this addendum must be received by this office either prior to the due
date and hour required or attached to your proposal response. Signature on this addendum does not
substitute for your signature on the original proposal document. The original proposal document must be
signed.

Sincerely,
William D. Sydnor

William D. Sydnor
Contract Management Director

Name of Firm

Signature and Title

Date
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COMMONWEALTH of VIRGINIA

PATRICK W FINNERTY Department of Medical Assistance Services SUMTE 1300

DIRECTOR BODEAST BROAD STREET
RICHMOND, VA 23218
B04/7686-7933
800/343-0634 {YDD}
www dimis virginia gov

TO: Attendess at the Pre-Proposal Conference for RFP #2005-01, “Medicaid Non-
Emergency Transportation Brokerage Services”

FROM:  RobertE.Knox (44, \(ym?o

Transportation Manager
SUBJECT: Addendum #6: Modifications and Information Related to RFP #2005-01

DATE: February 14, 2005

1. Changes in Data and Pricing
On January 20 2004, DMAS notified potential bidders that it had received
communication from the incumbent broker stating that it had more current data from iis
operations under the current FY05 contract that has implications for its rates under that
contract. In faimess to all potential bidders, DMAS is providing all bidders with more
cwrrent utilization, cost and eligibility data to review and evaluate in developing their bid
proposals.

In addition, DMAS is providing additional information on the potential expansion of the
Managed Care Program in cerfain localities.

Furthermore, based on this communication, DMAS is deleting any reference to the point
estimate in Attachment E and is not limiting bidders’ cost proposals to £10% of the point
estimates provided in page 1 of Attachment E. Attachments B and E have been updated
with more current historical data, covering the months of October 2003 through
September 2004. The point estimates previously in Attachment E have been deleted, and
Attachment E has been renamed “Monthly Average Member Months by Quarter.”

The more curtent data set forth in Attachment B was obtained from the incumbent broker

and reviewed by the DMAS actuaries. DMAS makes no representations or warranties as
to the completeness or accuracy of the data.
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2.

Table B. Historical Data on Trips and Payments by Mode and Region, Updated
Additional months of data are provided. The updated Attachment B is attached and
covers October 2003 through September 2004.

Table E. Historical Data on Member Months by Aid Category
Additional months of data are provided. The updated Attachment E is attached and
covers October 2003 through September 2004.

Attachment J: 2005 Capitated Rates

In preparing this Addendum, DMAS found a formatting error in Attachment J that caused
a miscalculation in column C. “Rates by Region.” Columns A, B and D were unaffected.
The corrected Attachment I is attached.

Section 6; Contractor Compensation
Delete the original Section and insert the Section below:

6. CONTRACTOR COMPENSATION
The Contractor shall be reimbursed by a monthly capitation rate for each eligible 1 ecipient as
defined for the purposes of this Contract. The Contractor shall submit a Cost Proposal that will

Jorm the basis of the payment arrangement, Cost Proposals shall be structured to reflect per

capita payments that are inclusive of all administrative costs, iransporiation costs, corporale
overhead and profit for all services required under the RFP. DMAS shall evaluate the Cost
Proposals for reasonableness of service delivery and administrative costs including corporate
overhead and prafit.

Fee-for-service Medicaid and FAMIS non-emergency transporiation is a risk-based program
where the Contractor receives a capitated per-member-per-month (PMPM) payment that covers
a comprehensive set of non-emergency transportation services, regardless of how much
transportation service is used by the recipient. The Contractor shall accept full financial visk for
each recipient’s non-emergency transportation needs.

DMAS may issue capitation payments on behalf of enrollees at the rates established in this
Contract and modified during the contract renewal process. Contractor shall propose PMPM
rates for each year of the contract, or shall propose an index that will be used for adjusting
PMPM rates each year for the term of the Contract.  Additionally, DMAS shall have the right to
adjust rates to reflect the expected costs or savings resulting from any programmatic or
budgetary changes due to federal, state or agency action including, but not limited to,
implementation of Medicare Part b Such modification is subject to the provisions contained in
Va Code section 2. 2-4309.

For the MR/DD population, Contractor shall propose both a PMPM rate and a value identifying
the assumed proportion of persons within this eligibility category who will utilize non-emergency
transportation services (the "proposed user rate”). For each state fiscal year quarter, the actual
monthly user rate shall be calculated as (i) the number of unique users during the month, divided
by (it} the number of unique eligibles during such month  The actual monthly user rate for each
month of the quarter shall be averaged together to reach the actual user rate for that quarter. If
the actual user rate of a quarter varies by more than 2 percentage points higher or lower than the
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proposed wser rate, DMAS shall adjust the payment rate made for this eligibility category to the

Contiactor. The adjustment shall be calculated as follows:

1 The proposed PMPM value for this eligibility category shall be divided by the proposed user
rale, resulting in a calculated cost per wser, and

2 The calculated cost per user shall be multiplied by the actual user 1ate for the applicable
qguarter, resulling in a revised PMPM amount for this eligibility category.

The adjustment paid the Contractor for that guarter shall be the difference between the proposed
PMPM value and the revised PMPM value for such quarter multiplied by the number of Member
Months for this eligibility category for that quarter

The Contractor shall accept the established capitation rate paid each month by the Department
as payment in full for all services to be provided pursuant to this Contract and all administrative
costs associated therewith, pending final recoupments, veconciliation, or sanctions. Any and all
costs incurred by the Confractor in excess of the capitation payment will be borne in full by the
Cont1actor

Payment to the Contractor shall be made momthly by the 20th of the month, based on DMAS’
determination of eligibles The Contiactor shall not 1eceive and shall not be entitled to any
payments, other than any start-up costs authorized and 1eimbursed by DMAS, prior to
implementation

The PMPM rate does not include start-up costs. DMAS may reimburse start-up costs but start-up
costs must be submitted separately by region on Attachiment F as part of the Offeror’s cost
proposal

On a quarterly basis, the Contractor must submit documentation of expendilures for
transportation services in the form of a cost ver ification report, which shall provide evidence that
the agreed upon proportion of the capitation payment shall have been used to cover direct
transportation costs for fee-for-service Medicaid and FAMIS recipients covered by this contract
Should the documentation show a lower percentage of total capitation payments used for service
costs, the Contracior shall work with DMAS to develop and implement a corrective action plan,
which may include, but is not limited to, a reduction in PMPAM payments

Managed Care Expansion:

After the RFP was issued on November 5 2004, DMAS was contacted by managed care
organizations that expressed interest in expanding the MEDALLION II or FAMIS
managed care program in several areas of the state. This expansion only affects
MEDALLION members in the areas listed below. Some categories of Medicaid
eligibility are excluded from MEDATLION. A list of the exclusions is found on Page 5
of the MEDALLION Supplement on the DMAS website at the following URL:
http://websrvr.dmas. virginia.gov/manuals/general/medallion_supplement gen.pdf.

Below is the current status of the proposed expansion, based on information provided to
DMAS by the health plans and by affirmation of that information. This information
could change.
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a. Region 7 and adjacent counties in Region 5:
Region 7: Arlington County, Alexandria, Fairfax City, Fairfax County, Falls
Church, Loudoun, Manassas City, Manassas Park, Prince William County
Region 5: Culpeper County and Fauquier County
AmeriGroup will contractually enter these areas effective 7-1-05 for marketing
purposes Membership with AmeriGroup will begin effective 9-1-03. There are
approximately 16,000 individuals currently in Medallion who will be moving into
managed car on that date.

b. Region 6:
City of Winchester; Counties of Page, Rappahannock, Shenandoah, Warren,
Winchester, Clarke, and Frederick

c. AmeriGroup, Virginia Premier, Optima, and Anthem will work towards enlering
this market effective 12-1-035. There are approximately 8,000 individuals
currently in Medallion who will be moving into managed care on that date

d. Region 2, Lynchburg Area
City of Lynchburg; Counties of Ambherst, Appomattox, and Campbell
Three health plans will work towards entering this area effective 5-1-06. They
are CareNet, Virginia Premier, and Optima. There are approximately 11,000
individuals currently in Medallion who will be moving into managed care on that
date

e. Region 2, Danville Area
City of Danville; Counties of Pittsylvania and Charlotte.
Anthem will enter the area on 5-1-06. There are approximately 3,000 individuals
currently in Medallion who will be moving into managed care on that date.

7. Definitions

New Definitions:

Eligibility File is a downloadable file or “snapshot” of the recipients who are eligible for
services under this contract at the time the file is created. Coupled with access to the
MMIS system, it enables the broker to verify a recipient’s eligibility for transportation.
The eligibility file cannot provide an accurate count of the total number of eligible
recipients for the month.

IBNR. means “incurred but not reported,” a healthcare accounting term used when
services have been delivered but the claim has not been processed and paid by the
insurer. Payers ofien keep funds in reserve to cover IBNR services temporanly.

Eligible Recipient means a Medicaid recipient who is not enrolled in Medallion I or a
Title XX recipient who is a fee-for-service or PCCM enrollee, in each case, who,
according to DMAS’ eligibility file, resides in the region or regions served by this
Contract.

Member Month, for purposes of calculating payment to the Contractor, means a calendar
month or any portion of a month during which a recipient is eligible for services under
this Contract
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Amended Definitions:

Encounter, in non-emergency transportation, means a completed and reimbursed trip
provided to eligible Medicaid clients covered under this contract. Reimbursement niust
be the total aciual amount paid, not estimated or unpaid. Trips provided under other
contracts or to ineligible recipients are not to be included.

Section 4.10.2.13, Vehicle requirements

Insert two new sentences at the end of Number 13:

13. All vehicles shall have the transportation provider’s business name and telephone
number displayed on at least both sides of the exterior of the vehicle The business
name and phone number must appear in permanently affixed lettering that is a
minimum of three inches in height and of a color that contrasts with its surrounding
background. Community-based uman service agencies may request exemption fiom
all DMAS signage requirements from DMAS. An exemption from DMAS signage
requirements_does not_excuse or exempt such Community-based Inuman services
agency from complying with any other applicable laws or regulations.

Section 4.11, Encounter Data

Insert “and paid” in the first sentence of the first paragraph:

Encounter Data: The Contractor shall electronically transmit monthly encounter data on
all transportation services received by the enrollee and processed gnd paid by the
Contractor. The data transmitted shall be compliant with the Professional Health Care
Claim EDI format (X12N 837-P Version 4010A1) as well as conform to any additional
specifications identified by DMAS. The Contractor shall upgrade to subsequent versions
of this format as specified by DMAS. DMAS will provide the Contraclor with a
minimum of 60-calendar days advance notice prior to the date of implementation of any
revisions.

10. Section 4.16.6, Other Reports

11.

Add “and MR/DD Waiver wiilization reports” to the end of the sentence. This monthly
report on trips for this population will be used to monitor changes in utilization. The
amended section now reads:;

6. Other operational, management and/or ad hoc reports as required by DMAS,
including, but not limited to, vehicle inspection gnd MR/DD Waiver utilization yeports.

Section 4.18, Administrative Costs

Delete the last sentence of the paragraph and insert the sentences in italics below:
Administrative Costs: The Contractor shall maintain detailed records documenting the
administrative costs and expenses incurred pursuant to the contract, the provision of
transportation services under the contract, and complaints for the purpose of monitoring
and evaluation by DMAS and other State and Federal personnel. Each Contract awarded
under this RFP is contingent upon approval by the Centers for Medicare and Medicaid
Services’ (CMS) approval of such Contracts). DMAS understands that, as a general
rule, CMS will not approve a capitated contract where the cost proposal indicates that
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12.

13.

14,

administrative costs comprise in excess of 15% of the total payment to be made to the
Contractor.  Therefore, in accordance with CMS guidelines, administrative costs are
expected to be no higher than 15% of total payments to the Contractor under each
Contract, costs in excess of this amount will require specific justification and review.

Section 7.10.4, Cost Proposal

Delete the original two paragraphs and 1eplace them with the three paragraphs below:

The QOfferor shall prepare a Cost Proposal that details the expected numbers of trips and
cost per trip subset by aid category utilizing Attachment I, Cost Proposal Form For the
MR/DD population, the Cost Proposal shall alse state the proposed user rate, ie., the
expected proportion of eligibles who will use services in an average month.

A separate Cost Proposal for start-up costs shall further detail expected stari-up costs
and administrative expenses.  Cost proposals shall be prepared for each state fiscal
year of the contract, with the expectation that the Transportation CPI will provide
increases in payments averaging between 2% and 4% per year. These transportation
CPI adjustments can be applied to all program costs (transportation service and
administrative costs)

The Offeror shall detail its cost monitoring plan to ensure that at least the percentage of
the capitated payments representing service costs shall be expended for direct
transportation service costs.

Section 8.2.5, Cost

Insert “including evaluation of proposed administrative costs™ at the end of the first
buliet in the first paragraph and add “For the MR/DD population, the proposed bid price
will be adjusted to reflect an average level of users per eligibles of 52%, although actual
payments for the successful bidder will be based on the proposed PMPM amount. " at the
end of the second paragraph:

5. Cost
The cost proposal shall be evaluated taking into consideration:
. The reasonableness of the proposal relative to the expected
services to be provided, including evaluation of proposed administrative
costs; and

s The PMPM cost proposal.

For purposes of evaluation each Offeror’s PMPM cost by eligibility category
shall be multiplied by the average monthly enrollment for each eligibility category for
the region, and a weighted average shall be calculated. The Offeror with the lowest
cost proposal shall be identified, and all other Offeror’s costs shall be evalnated in
comparison to this price bid. For the MR/DID population, the proposed bid price will
be adjusted to reflect an average level of users per eligibles of 52%, although actual
payments for the successful bidder will be based on the proposed PMPM amount.

Procurement Schiedule

Page 6 of 7



See the schedule below for key dates in the schedule. These are the same dates given in
Addendum #5.

February 25 2005:  Bidder’s questions on any changes in the RFP must be
submitted to DMAS by e-mail to
TransRFP.200501 {@dmas. virginia. sov.

March 4 2005: DMAS will issue another addendum containing its written
responses to bidders’ questions.

March 28 2005: Offerors must submit proposals by 2:00 pm.

Questions about this notice should be sent to TransREP.200501(@dmas.virginia.gov.
Bidders who need to revise their contact information (e.g., contact name, address, phone
or e-mail) should send the changes to the same e-mail address.
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